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Individual Development Accounts in North Carolina
I. INTRODUCTION
"We're such a society of consumers over savers that some
of us have to be taught how to save, including me," said Barbara
Johnson at the 2005 Financial Literacy and Asset Building
Conference hosted by the North Carolina Treasury Department.'
Johnson, who only five years ago was living with her husband and
children "paycheck-to-paycheck," had no savings for the future.2
But now, after enrolling in a North Carolina IDA program,
Johnson and her husband have been able to move their family into
their own four-bedroom house and open a 401(k) plan.3
An Individual Development Account (IDA) is a matched
savings account available to the qualified poor 4 in which funds
invested by the poor are matched by public and private
contributions in ratios as great as eight to one.5 While IDA
programs are active throughout the country, many people are
unaware of their existence. Participation, funding, and availability
levels are low.
6
The goal of this Note is to inform readers of the importance
of IDA programs, specifically discussing their status and influence
in North Carolina. Part II of this Note details the history of
1. Richard Craver, Conference Speaker Encourages North Carolinians to Save




4. See Jackie Calmes, Building Blocks: New Programs Spur Working Poor to
Begin Saving, WALL ST. J., Jan. 11, 2006, at Al, available at http://online.wsj.com/
article-print/SB113694418807343337.html (stating that qualified households cannot
earn more than twice the poverty level to be eligible to open an account).
5. Lee Conrad, Helping Low-Income Consumers Save Can Mean High Profits
for Smart Banks, U.S. BANKER, July 2006, at 35.
6. See Interview with Tina Morris-Anderson, Dir. of Research and Policy, N.C.
Dep't. of Labor, in Raleigh, N.C. (Sept. 26, 2006) [hereinafter Morris-Anderson,
Raleigh] (expressing certain limitations with regard to N.C. Dep't of Labor IDAs
specifically).
7. See infra notes 14-172 and accompanying text.
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federal IDA programs.8 Part III addresses the basic concept of
IDA programs. 9 Part IV examines IDA programs in North
Carolina, including their history, requirements, and funding. ° Part
V lays out the incentives for bank participation.1 Part VI discusses
the success and availability of IDA programs in North Carolina ,12
and Part VII focuses on the future of IDA programs in North
Carolina. 3
II. HISTORY OF FEDERAL IDA PROGRAMS
• • 14
IDAs are based on the idea of asset building. Asset
building, like welfare, is a strategy used to combat poverty.
15
However, unlike welfare, which distributes wealth from the rich to
the poor, asset building "is designed to foster economic security




In 1991, Michael Sherraden published Assets and the Poor: A New
American Welfare Policy, which advocated an innovative type of
asset building called IDAs.1" Following Sherraden's publication,
political leaders, including President Bill Clinton, joined the fight
18on poverty and supported IDA programs.
Instead of focusing on welfare to alleviate poverty, IDA
programs focus on encouraging the poor to save and accumulate
8. See infra notes 14-41 and accompanying text.
9. See infra notes 42-61 and accompanying text.
10. See infra notes 62-104 and accompanying text.
11. See infra notes 105-39 and accompanying text.
12. See infra notes 140-65 and accompanying text.
13. See infra notes 166-72 and accompanying text.
14. See Ray Boshara, Individual Development Accounts: Policies to Build Savings
and Assets for the Poor, 32 THE BROOKINGS INST. POLICY BRIEF 1 (2005) ("IDAs are
among many emerging tools that aim to broaden asset ownership.").
15. See Morris-Anderson, Raleigh, supra note 6.
16. CFED.org, Federal Reserve Forums: Innovations in Asset Building Policy,
Products and Programs, http:/lwww.cfed.org/focus.m?parentid=31&siteid=552&id
=556 (last visited Jan. 21, 2007).
17. MICHAEL SHERRADEN, ASSETS AND THE POOR: A NEW AMERICAN WELFARE
POLICY 220-33 (M.E. Sharpe, Inc. 1991). IDA programs had been studied as early as
1990. CFED.org, History and Highlights, http://www.cfed.org/about.m?id=27 (last
visited Jan. 21, 2007).
18. Emily Marroquin, Note, Alleviating Women's Poverty Through Asset
Development: Promising Directions, 11 DUKE J. GENDER L. & POL'Y 157,162 (2004).
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assets. 9 According to Sherraden, asset building helps to improve
stability in case of emergency,20 directs peoples' attention toward
21future long-term goals, causes people to become more specialized
22in their work, 2 allows people to build up enough assets that they
increase their risk taking, 3 raises personal efficacy, 24 and increases
the overall welfare of future generations. 2' Further, the benefits of
IDA programs are "direct and immediate" for those participants
who are able to finish the program by saving toward their goal and
26who complete financial literacy training.
In 1996, Congress showed its support for IDAs by passing
the Personal Responsibility and Work Opportunity Reconciliation
Act (PRWORA).27 PRWORA created one type of IDA program
- Temporary Assistance for Needy Families (TANF) IDAs -
which requires "that participants must be needy families with
children, earning income, and that funds in these accounts may be
used only for postsecondary educational expenses, to purchase a
home, or [to] start a business., 28  Any funds invested in TANF
IDAs are excluded for the purpose of determining the
accountholder's eligibility for certain federal programs, such as
29food stamps and Medicaid .
The Assets for Independence Act (AFIA), passed in 1998,
created another type of IDA program.30 AFIA IDAs are federally
19. See Morris-Anderson, Raleigh, supra note 6 (discussing the basics of asset
building).
20. SHERRADEN, supra note 17, at 149.
21. Id. at 151.
22. Id. at 157-59.
23. Id. at 159.
24. Id. at 160.
25. Id. at 166.
26. Email from John A. Meeks, Cmty. Affairs Specialist, Fed. Deposit Ins. Corp.,
to Susan Williams, Student, Univ. of North Carolina School of Law (Dec. 18, 2006,
14:12:33 EST) (on file with author).
27. Personal Responsibility and Work Opportunity Reconciliation Act of 1996,
Pub. L. No. 104-193, 110 Stat. 2105 (1996) (codified at 42 U.S.C. § 1305).
28. IDAs and Public Assistance Asset Limits: What States Can Do to Remove
Penalties for Saving, 1 IDA STATE POLICY BRIEFS, CENTER FOR SOCIAL
DEVELOPMENT AND CFED No. 2 [hereinafter IDAs and Public Assistance Asset
Limits].
29. Id.
30. Assets for Independence Act of 1998, Pub. L. No. 105-285, 112 Stat. 2702
(1998) (codified as amended at 42 U.S.C. § 604 (2000)); see also CFED.org,
Individual Development Accounts Glossary, http://www.cfed.org/focus.m?parentid
2007]
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funded and "must be matched by approved nonprofit
organizations, dollar for dollar, with other non-federal funds.,
31
As with TANF IDAs, funds contributed to AFIA IDAs are
excluded from determining whether a candidate qualifies for
various types of welfare relief.
32
A third type of IDA program is "non-TANF" and "non-
AFIA IDAs," which are funded completely by private, community
and state funds. 3  Although these IDAs provide many of the same
benefits as TANF and AFIA IDAs, the downside to this third type
of IDA program is that contributed funds may count towards an
accountholder's eligibility for certain welfare programs.34
However, individual states have the discretion to decide if funds
contributed to IDAs in their own state will count towards welfare
eligibility.35
The American Dream Demonstration (ADD) commenced
the first systematic study of IDAs in 1997.36 The study reviewed
IDA programs in thirteen locations over a five-year period.37
From the 2,377 IDA accounts studied during the ADD,
researchers determined that the poor do have an ability to save
and would utilize this ability if the incentive for IDA matches were
=31&siteid=374&id=687 [hereinafter Individual Development Accounts Glossary]
(last visited Jan. 21, 2007) (defining "Assets for Independence Act (AFIA)" as
"federal law passed in 1998 that authorized the U.S. Department of Health and
Human Services (HHS) to implement a 5-year, $125 million, national IDA
demonstration").




35. Id. North Carolina has chosen to include only the funds contributed to the
IDA by the accountholder and any interest earned on those funds in determining
federal program eligibility. N.C. Dep't of Labor, Frequently Asked Questions,
http://www.nclabor.com/ida/ idafaq.htm (last visited Jan. 21, 2007).
36. CFED.org, Individual Development Accounts Timeline, http://www.cfed.org/
focus.m?parentid=31&siteid=374&id=692 (last visited Jan. 21, 2007).
37. Individual Development Accounts Glossary, supra note 30. The program was
led by CFED and the Center for Social Development at Washington University.
Boshara, supra note 14, at 2. Michael Sherraden was the founding director of the
latter. Ctr. for Soc. Dev., About CSD, http://gwbweb.wustl.edu/csd/about/index.htm
(last visited Jan. 21, 2007). The Center for Enterprise Development (CFED) was
established in 1979 and "works to ensure that every person can participate in,
contribute to, and benefit from the economy by bringing together community
practice, public policy, and private markets." CFED.org, Welcome to CFED,
http://cfed.org/ (last visited Jan. 21, 2007).
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present.38 Nevertheless, there was no finding that asset building
would lead to an overall decrease in poverty and increase in
wealth.39 The ADD led to approximately 20,000 IDA programs
existing throughout the country by 2006.40 These programs give
qualified poor an incentive to save toward a home purchase,• 41
higher-level education, or a new business.
III. INDIVIDUAL DEVELOPMENT ACCOUNTS
IDAs are savings accounts whereby qualified poor are
required to save a certain amount each week,42 and these savings
are matched by private organizations, including nonprofits,
financial institutions, and government funding. Funds may be
withdrawn from the accounts to be used for a limited number of
asset building investments, including home purchases, college
education, and start-up costs for a small business.44
In order to qualify for an IDA, a person or family must
meet the income limitation requirement.4 ' The "income test"
requires that the accountholder's "adjusted gross income of the
household is equal to or less than 200% of the poverty line. ... " 46
Typically, accountholders include "former welfare recipients,
youth in disadvantaged urban and rural schools, recent refugees,
38. CFED.org, The Seed Policy & Practice Initiative, http://www.cfed.org/
focus.m?parentid=288&siteid=288&id=292 (last visited Jan. 21, 2007).
39. Boshara, supra note 14, at 4.
40. See IDAs and Public Assistance Asset Limits, supra note 28; see also Conrad,
supra note 5, at 35.
41. See Calmes, supra note 4, at Al.
42. See CFED.org, Individual Development Accounts FAQs, http://
www.cfed.org/focus.m?parentid=31&siteid=374&id=378 [hereinafter Individual
Development Accounts FAQs] (last visited Jan. 21, 2007); see also Calmes, supra
note 4, at Al (asserting that Pennsylvania's Family Savings Account Program
requires IDA participants to save a minimum of ten dollars per week).
43. See Morris-Anderson, Raleigh, supra note 6.
44. Individual Development Accounts FAQs, supra note 42. Because of the
specific use limitations placed on IDAs, an accountholder would have to have a
considerable build up of funds before withdrawing. For example, an accountholder
wishing to purchase a house, must have an account large enough to cover the down
payment. Morris Anderson, Raleigh, supra note 6.
45. See Calmes, supra note 4, at Al.
46. Assets for Independence Act of 1998, Pub. L. No. 105-285 §408, 112 Stat.
2702, 2766 (1998) (codified as amended at 42 U.S.C. § 604 (2000)).
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and the working poor., 47  In addition to meeting the income
limitation requirement, participants usually must also agree to
attend financial education workshops before purchasing an asset
with their savings.48 These workshops serve as a way to educate
accountholders about financial planning and making good
decisions involving their savings.49
Funds invested in IDA programs by accountholders are
matched by federal and state resources as well as by private,
charitable funds. ° In addition, government funds have been
allocated at both the federal and state levels to contribute toward
matching for IDA programs.5' The proposed federal budget for
2005 tried to reduce the budget deficit by cutting over 150
programs, but simultaneously included a tax credit to institutions
which opted to match funds in IDA programs. 2 Further, a
reported thirty-four states had allotted welfare funds for IDA
programs as of March 2005.5' Approximately 500 nonprofit
organizations match funds invested in IDA programs throughout
the entire country.
54
The amount of matched funds available from public and
private resources is determined by the specific IDA program,
based on the funding that is available in the area and the goals of
the particular program.55 The most common matchers include
federal and state governments, municipalities, community banks,
56and community foundations. The program can elect to accept all
of the above types of matched funds or merely a portion." For
example, if the funding is available, one IDA program can elect to
47. Ctr. for Soc. Dev., Asset Building, http://gwbweb.wustl.edu/csd/asset/idas.htm
(last visited Jan. 21, 2007).
48. Boshara, supra note 14, at 1.
49. See Morris-Anderson, Raleigh, supra note 6.
50. See Boshara, supra note 14, at 1 ("Today most IDA programs obtain the
resources to match contributions by low-income families through a blend of public
and private funding.").
51. Morris-Anderson, Raleigh, supra note 6.
52. Federal Policy Update, 1 ASSETS CFED 3 (2005).
53. Boshara, supra note 14, at 2.
54. Conrad, supra note 5, at 35.





match investments with funds from the federal government under
the TANF or AFIA acts, the state government, the county
government, and the bank at which the account is held.58  The
specific IDA program determines the ratio for each type of
matched funds; however, a two-to-one ratio is common.'9 As a
result, an accountholder could receive as much as an eight-to-one
match for funds invested.6° However, each IDA program has a
limit on the amount of matched funds that may be invested in each
individual account or for each contract and the time period an
accountholder may receive matched funds.6'
IV. IDA PROGRAMS IN NORTH CAROLINA
A. History
North Carolina passed its first IDA legislation in 1997.62
The statute authorized the North Carolina Department of Labor
(NCDOL) and the Department of Health and Human Services to
work collaboratively in the creation of a North Carolina IDA
demonstration program.6' According to the statute, the goals of
IDAs are to:
(1) Provide individuals and families, especially the
underemployed, an opportunity and an incentive to
accumulate assets.
(2) Promote investments in education, homeowner-
58. See id. (describing how an account can earn a high ratio of matched funds to
investment).
59. Id.
60. See Conrad, supra note 5, at 35.
61. See, e.g., Morris-Anderson, Raleigh, supra note 6 (noting that North Carolina
has a $2000 limit for federal and state government funds per account); see also
Interview with Tina Morris-Anderson, Dir. of Research and Policy, N.C. Dep't of
Labor, in Research Triangle Park, N.C. (Jan. 2, 2007) [hereinafter Morris-Anderson,
Research Triangle Park] (noting, for example, that accountholders are encouraged to
complete the program within three to four years).
62. Current Operations and Capital Improvement Appropriations Act of 1997,
ch. 442, 1997 N.C. GEN. STAT. 153A-255 (2000) (granting authority to provide social
service programs)).
63. Current Operations and Capital Improvement Appropriations Act of 1997,
ch. 442, 1997 N.C. GEN. STAT. 153A-255 Sec. 12.16 (2000).
2007] 349
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ship, and microenterprise development.
(3) Demonstrate that household savings strategies,
such as the development of IDAs, can be a powerful
strategy for assisting working persons and families
to achieve long-term self-sufficiency.
(4) Utilize and build comprehensive community
partnerships that support asset building in low-
wealth communities. 64
In order to achieve these goals, the statute provided a total of
$600,000 over the fiscal years 1997 to 1998 and 1998 to 1999 to
establish IDA programs and contribute to matched funds. 65
Private organizations across North Carolina, which had
experience dealing with housing and poverty issues, assisted in
beginning North Carolina IDA programs. 6 These organizations
collectively became known as "the IDA working group," later
establishing the IDA and Asset-Building Collaborative of North
Carolina (the Collaborative).6 7  From its inception, the
Collaborative "has been fostering public awareness, mobilizing
public and private resources, and creating a linked network of
diverse community-based IDA demonstrations across the state."
68
B. Key Players in IDA Programs
In North Carolina, each IDA program consists of three key
players: the practitioner, the financial institution, and the
accountholder.69  The practitioner is the administrator of the
account and is in charge of the IDA programs within the area it
serves.70 The financial institution is a bank, savings bank, or credit
union where the account is located. 7 The accountholder is the
64. Id.
65. Id.; see also Morris-Anderson, Research Triangle Park, supra note 61
(explaining that $300,000 was allotted in each of the two fiscal years).
66. Morris-Anderson, Raleigh, supra note 6.
67. Id.
68. N.C. Dep't of Labor, Helping Families Build Assets, http://www.nclabor.com/
ida/idabrochure9_-04.pdf (last visited Jan. 21, 2007).





qualified individual who opens an IDA account for the purpose of
using the funds toward a home purchase, business start-up costs, or
higher education.
C. Financial Qualification
The primary limitation for IDA qualification in the
NCDOL IDAs is the income level of the applicant.73 In order to
receive matched funds, a person must earn below the specific
fund's requirement. For example, North Carolina's appropriated
funds are for individuals or families who earn less than "eighty
percent of area median income 7 1 while TANF and AFIA funds
are for those who earn no more than twice the poverty level.76 In
certain areas of the state, eighty percent of area median income
may be greater than twice the poverty level.77 As a result,
government workers, such as teachers and police officers, may
qualify for IDA accounts with matched state funding, but would
not qualify for federal funding, which is mainly available to welfare
recipients .78
D. Other Requirements
Other requirements imposed by North Carolina IDA
programs include limitations on the purposes for which IDA funds
can be used by the accountholder. 9 North Carolina IDAs may be
used for three primary purposes: home purchases, start-up costs
for new businesses, and college or post-secondary educations. 0
72. See Morris-Anderson, Research Triangle Park, supra note 61.
73. See Morris-Anderson, Raleigh, supra note 6.
74. See Morris-Anderson, Research Triangle Park, supra note 61.
75. Morris-Anderson, Raleigh, supra note 6. Eighty percent of area median
income refers to the median income for a particular county. Morris-Anderson,
Research Triangle Park, supra note 61.
76. See Morris-Anderson, Raleigh, supra note 6; see also Assets for
Independence Act of 1998, Pub. L. No. 105-285 §408, 112 Stat. 2702, 2766 (1998)
(codified as amended at 42 U.S.C. § 604 (2000)) (defining the income test for
eligibility purposes).
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A North Carolina IDA program also requires the
accountholder to participate in financial literacy training.81 Once a
purpose has been designated for an IDA account, the
accountholder may be responsible for attending financial literacy
courses to educate the accountholder on how to make better
financial decisions specific to the account's designated purpose.82
For example, if an accountholder decides that she wants to use her
funds to buy a home, part of her financial literacy training would
include a home buying course.83
E. Funding
Funds deposited by the accountholder in a North Carolina
IDA program may be eligible for matching from federal and state
government funds, county funds, and private funds.Y North
Carolina has received three AFIA grants from the federal
government to fund IDA programs.85 The first grant began in 1999
and was available for matching in accounts used for all of the three
primary purposes-home purchase, business start-up costs, and
education.8 The second grant was specifically for matching funds
used for home purchase. 8' The third grant, which will expire in
2011, may be used for home purchases, start-up costs for a new
business, or higher education.8 In addition, the North Carolina
General Assembly set aside $180,000 of TANF block grant funds
for IDA accounts in 2001 and 2002.89 NCDOL's AFIA funded
IDA programs differ from other states in that the state actually
applied for the federal grants and then distributed them to the
specific IDA programs throughout the state. 9° "The majority of
81. Id.
82. Id.






89. 16 N.C. Reg. 1364 (2002).
90. Morris-Anderson, Research Triangle Park, supra note 61.
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AFIA grantees are community-based organizations" that have
applied directly for the federal funds. 9
The NCDOL has established a maximum two-to-one match
for federal and state funds.92 This means that for every dollar an
IDA accountholder saves up to $1000, he or she may receive two
dollars in matched funds from the government. 93 This two-to-one
match must be composed of both federal and state funds.94
In addition to federal and state government funding, IDAs
in North Carolina can also receive matched funds from local
banks, community organizations, and the county in which the
account is located. 95 The ratio of matched funds from these
sources depends upon the availability of funds and the particular
IDA program's guidelines.96 In North Carolina, each county is
allowed to apply for Community Development Block Grants
(CDBG)97 which, if received, "may be used to establish or expand
an IDA program, including increasing the match ratio."98 In total,
if an accountholder was fortunate enough to open an account in a
location that had available bank and county matching funds, in
addition to the two-to-one match for government funds, the IDA
account could earn a six-to-one match. 99
F. Role of Financial Institutions
Financial institutions play a vital role in the development of
IDA programs.1°° By the end of 2006, North Carolina had fourteen
91. Id.
92. See Morris-Anderson, Raleigh, supra note 6.
93. See id.; see also Morris-Anderson, Research Triangle Park, supra note 61.
94. Morris-Anderson, Research Triangle Park, supra note 61.
95. Morris-Anderson, Raleigh, supra note 6.
96. See id.
97. Id.
98. Morris-Anderson, Research Triangle Park, supra note 61. As of August 2006,
only fifteen of the 100 counties in North Carolina had reported use of CDBG funds
for IDA matching. Handout from Tina Morris-Anderson of 2006 Map of North
Carolina counties with IDA programs, Dir. of Research and Policy, N.C. Dep't of
Labor (Sept. 26, 2006).
99. See Morris-Anderson, Raleigh, supra note 6. When calculating the six-to-one
match, Morris-Anderson was including two dollars from government funding. In
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banks, one savings bank, and two credit unions participating in
IDA programs. 1  The NCDOL recommends that each
participating financial institution determine one branch per
financial institution that will be responsible for setting up IDAs.'
0 2
This ensures that a bank official who is knowledgeable about
IDAs will be present to assist the customer when the account is
opened.0 3 However, once the account has been established, the
customer may access it at any of the bank's various branches.'0
V. INCREASING INCENTIVES FOR BANK PARTICIPATION IN IDA
PROGRAMS
A. Building Customer Relationships and Accounts
Financial institutions are given incentives to open IDA
accounts.'05 According to a study published by the Office of the
Comptroller of the Currency, banks participate in IDA programs
for four reasons: (1) to establish future relationships with
customers; (2) to develop a relationship with nonprofit
organizations; (3) to participate in the community; and (4) to
receive a favorable Community Reinvestment Act (CRA) rating' °6
Even though the relationship between an IDA
accountholder and a bank is initially limited, the ultimate goal is
that the accountholder will become more familiar with the banking
system and more financially literate.' 7  Because of interest,
matched funds, and customer loyalty, IDA programs can generate
101. See Morris-Anderson, Research Triangle Park, supra note 61.
102. Morris-Anderson, Raleigh, supra note 6.
103. Id.
104. Id.
105. See Individual Development Accounts: An Asset Building Product for Lower-
Income Consumers, COMMUNITY DEV. INSIGHTS (The Office of the Comptroller of
the Currency), Feb. 2005, at 2, available at http://www.occ.treas.gov/ftp/release/2005-
25a.pdf [hereinafter Individual Development Accounts].
106. Id.
107. See id. ("Although the IDA customers initially will have only a small savings
account relationship with the bank . . . the expectation is that they could become




future business for a participating bank. 08 For example, "[o]ne
bank estimated that every dollar invested in its IDA program has
the potential to generate $12 in future assets for the bank."' 9
Further, by participating in IDA programs, financial institutions
develop relationships with local nonprofit organizations and show
their support for the community in which they are located." °
B. The Community Reinvestment Act
The CRA "1' provides incentives for financial institutions to
get involved in their local communities 12 The CRA states that
"financial institutions have [a] continuing and affirmative
obligation to help meet the credit needs of the local communities
in which they are chartered." 3 Federal regulators are responsible
for examining each financial institution and assigning it a CRA
rating based on how well the institution is meeting the needs of the
local community."4 A financial institution is given a CRA rating of
"Outstanding, Satisfactory (High or Low), Needs to Improve, and
Substantial Noncompliance.. 5  Typically, CRA ratings are
determined on a "periodic basis.'
1 6
Even though there are no formal mechanisms to enforce
the CRA and ratings are most "effectively enforced only when the
regulatory agencies evaluate the applications" for expansion,"'
there are many incentives for financial institutions to comply.
First, bank regulators consider an institution's CRA rating when
deciding whether to allow the institution to expand both internally
by opening a new branch or externally by acquisition or merger."'
108. See id. (explaining that IDA customers may use the bank for more than just
their IDA).
109. Id.
110. Id. at 3.
111. Community Reinvestment Act, 12 U.S.C. §§ 2901-2906 (2000).
112. Id. § 2901.
113. Id. § 2901(a)(3).
114. Id. § 2906(a).
115. LISSA L. BROOME & JERRY W. MARKHAM, REGULATION OF BANK FINANCIAL
SERVICE ACTIVITIES, CASES AND MATERIALS 448-49 (2d ed. 2004).
116. Id. at 448.
117. Id. at 449.
118. 12 U.S.C. § 2903 (2000).
2007]
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Second, financial holding companies have an incentive to comply
with the CRA under the Gramm-Leach Bliley Act of 1999,119
which mandates that a bank holding company's subsidiaries
receive a rating of Satisfactory or greater in order to form a
financial holding company.120 The same requirement also exists for
a bank applying to establish a financial subsidiary pursuant to the
Gramm-Leach Bliley Act."' Thus, in order to operate financial
subsidiaries or become a financial holding company, it is required
that bank holding companies comply with the CRA.12 2 Finally,
because CRA ratings are available to the public, favorable
community perception is another reason for financial institutions
123to participate in IDA programs.
There are three tests employed in determining the CRA
rating for each financial institution: a lending test, an investment
test, and a service test. A financial institution's affiliation with
IDA programs can help the institution's performance under each
of these three tests.1'2 With regard to the lending test aspect of the
CRA evaluation, a financial institution partnered with an IDA
program may receive consideration for loans made to local
organizations heading IDA programs and loans made to "low- or
moderate-income IDA customers" for the purpose of buying a
home, starting a business, or continuing education.
126
In addition, there are two primary ways that a financial
institution can use its IDA participation to gain favorable
consideration under the investment test of the CRA.12 First, if an
119. 12 U.S.C. § 1843 (2000).
120. Id. § 1843(1).
121. 12 U.S.C. § 24a(a)(7) (2000).
122. See BROOME & MARKHAM, supra note 115, at 454 ("A significant aspect of
GLBA, is that it requires that a bank holding company's depository subsidiaries have
received CRA ratings of Satisfactory or better as a precondition of a BHC becoming
an FHC.").
123. Morris-Anderson, Raleigh, supra note 6.
124. Individual Development Accounts, supra note 105, at 3.
125. See id. ("Partnership in an IDA program may qualify for favorable
consideration in a financial institution's Community Reinvestment Act (CRA) under
the lending test, investment test, and service test.").
126. Id.
127. See id. ("A bank makes a contribution of operating funds to an IDA
nonprofit service provider or sets aside its own internal matching or subsidy funds for
an IDA program."); see also Morris-Anderson, Raleigh, supra note 6 (stating that
[Vol. I11
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institution waives account fees associated with IDAs, the waived
fees may be considered as part of the institution's investment in
IDA programs."" Second, any bank funds used for matching IDA
investments are considered part of the bank's investment. 129 In
regard to the service test, an institution may count any financial
literacy training offered by the institution's employees to IDA
accountholders toward CRA participation."0
If the federal government made IDA participation a legal
requirement for Satisfactory and Outstanding CRA ratings, this
would increase the incentive and willingness of North Carolina's
financial institutions to participate in an IDA coalition. 3' Such a
change in the law would have an effect not only in North Carolina,
but also nationwide. Financial institutions across the country
seeking status as financial holding companies or seeking to apply
for a deposit facility133 would find themselves faced with the choice
of participating in IDA programs and having the benefits of a
favorable CRA rating, or not participating and having a bad CRA
rating and the embarrassment that comes with it.
34
C. The Savings for Working Families Act of 2006
The proposed Savings for Working Families Act 35 could
give financial institutions an additional incentive to participate in
IDA programs.36 The purpose of the proposed Savings for
any waived account fees on IDAs would count toward a financial institution's
performance under the investment test).
128. See Morris-Anderson, Raleigh, supra note 6.
129. Individual Development Accounts, supra note 105, at 3.
130. Id.
131. See Morris-Anderson, Raleigh, supra note 6 (stating that banks value CRA
ratings, and thus, the CRA is an incentive for participation).
132. See 12 U.S.C. § 2901(a)(1) (2000) (stating that the CRA, a federal law,
requires all financial institutions to meet the "needs of the communities in which they
are chartered to do business.").
133. See id. § 2903 (setting requirements for financial holding companies).
134. See supra notes 111-30 and accompanying text (referring to the CRA and how
financial institutions can achieve favorable CRA ratings as a result of IDA
participation).
135. Savings for Working Families Act of 2006, H.R. 4751, 109th Cong. (2d Sess.
2006).
136. See CFED.org, Congressional Support for Individual Development Accounts:
The Savings for Working Families Act (S. 922/H.R. 4751) and The Care Act of 2005
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Working Families Act is to increase the 20,000 IDA programs
currently in existence to 900,000 by offering financial institutions
that match IDA funds a $500 tax credit per account.3 7 In addition,
the bill proposes "an annual $50 per account credit to maintain the
account and provide financial education."' 3 8 As a result, a financial
institution participating in an IDA program could earn up to an
annual $550 tax credit per account.13 9
VI. THE SUCCESS AND AVAILABILITY OF NORTH CAROLINA IDA
PROGRAMS
Each year the NCDOL compiles data relating to NCDOL
IDA programs across North Carolina.4 In 2004, twenty-seven
NCDOL IDA program sites served forty-four of North Carolina's
one hundred counties. 14' There were 328 existing accountholders
142and 246 "graduates" from the program. Out of the 246
graduates, 197 used their savings toward home purchases, thirty
used their IDA accounts to fund the start-up costs for new
businesses, and nineteen used their accounts for post-secondary
education.1 43 Together, the 246 graduates "saved an aggregate of
$315,226, acquired more than $485,608 in matching grant funds,
and purchased an estimated $15,548,208 in assets." "
By 2005, the NCDOL reported that the number of
participants in IDA programs had increased more than 300% since• • 145
2004, with a total of 1,084 IDA participants. In addition, sixty-six
(S. 1780), http://www.cfed.org/imageManager/_documents/SWFA/2006_SWFA_One
_Pager.pdf (last visited Jan. 22, 2007) (stating that a financial institution could receive





140. See Morris-Anderson, Raleigh, supra note 6.
141. N.C. Dep't of Labor, Individual Development Accounts Program,
http://www.nclabor.com/ida/annual-report_04.pdf (last visited Jan. 22, 2007); see also
Morris-Anderson, Raleigh, supra note 6.
142. N.C. Dep't of Labor, Individual Development Accounts Program, http://
www.nclabor.com/ida/ annual-report-04.pdf (last visited Jan. 22, 2007).
143. Id.
144. Id.
145. Handout from Tina Morris-Anderson of 2005 Annual Report for IDA
programs, Dir. of Research and Policy, N.C. Dep't of Labor (Sept. 26, 2006); see also
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more participants graduated from the program, making the total
number of graduates 312.146 Of these sixty-six graduates, fifty-eight
bought new homes, one began a new business, and seven used
their savings for post-secondary education. 4' The number of
program sites increased to twenty-nine, which served fifty of the
100 counties in North Carolina.'4 Further, by the end of 2005,
"IDA accountholders saved an aggregate $1,028,683, acquired
more than $609,507 in matching grant funds, and purchased an
estimated $21,523,343 in assets."149
While the popularity of IDA programs continues to
increase, the availability of programs is a pressing concern.5 In
2005, IDA programs were available in fifty of the 100 counties in
North Carolina.1 5' These IDA programs were administered by
112twenty-nine different practitioners. In 2006, the number of. . . 153
practitioners declined to twenty-two, and the number of counties
receiving CDBG funds, or in which an IDA program was located,
declined to forty-seven.1 14  Some program practitioners have
ceased their involvement in IDA programs due to a "lack of
funding" or "inadequate staffing."'55 While the 2006 map shows
fewer participating practitioners and counties, Tina Morris-
N.C. Dep't of Labor, 2004 Annual Report, http://www.nclabor.com/ida/annual-
report_04.pdf.
146. Handout from Tina Morris-Anderson of 2005 Annual Report for IDA




150. See Morris-Anderson, Raleigh, supra note 6 (expressing a concern that
funding is limited and that lack of funding reduces availability).
151. See Handout from Tina Morris-Anderson of 2005 Annual Report for IDA
programs, supra note 145 ("[T]he NCDOL IDA Program consists of 29 sites that
serve 50 counties.").
152. N.C. Dep't of Labor, IDA Program Site Map, http://www.nclabor.com/ida/
idamap05.pdf (last visited Jan. 22, 2007).
153. Handout from Tina Morris-Anderson of 2006 Map of North Carolina
counties with IDA programs, Dir. of Research and Policy, N.C. Dep't of Labor (Sept.
26, 2006). This figure may not include the practitioners administering IDA programs
in the newest counties - Pitt, Washington, and Wilson - because there is no
indication as to which practitioner is present in these counties. Morris-Anderson,
Raleigh, supra note 6.
154. Handout from Tina Morris-Anderson of 2006 Map of North Carolina
counties with IDA programs, supra note 98.
155. Morris-Anderson, Research Triangle Park, supra note 61.
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Anderson, Director of Research and Policy of the NCDOL,
indicates that interest in IDA programs in North Carolina is
growing and in turn will make IDA programs more available.15
Morris-Anderson bases her belief of increasing interest in part on
the fact that some currently non-participating counties have
expressed interest in getting involved in IDA programs."'
If IDA programs are a successful way to encourage the
poor to save, why are the number of programs and accounts so
limited? Morris-Anderson suggests two reasons: lack of capacity
and funding.5 8  In order to administer an IDA program, a
practitioner has to show more than a mere interest in
participation 9  According to Morris-Anderson, formal
partnerships between people and financial institutions are
necessary for IDA programs to become more successful.9'
Further, she indicates that the NCDOL prefers that the program
practitioner have prior experience with home buying, small
business development, and career counseling.161 In addition, once
an organization has expressed interest and shown that it has the
capacity to handle administering an IDA program, it must also
show that it has readily available funds for matching. These
funds could be from the federal government, state government,
local banks, municipal grants, or nonprofit organizations.'
Because IDA programs are not widely known, there is limited
participation in the programs by governments and municipalities,
which results in limited funds available for matching. 64 In order to
improve the availability of North Carolina IDA programs, a
concerted effort needs to be put forth to finding organizations
capable of administering the programs and "the funds to sustain
them.
, 165





161. Morris-Anderson, Research Triangle Park, supra note 61.
162. Morris-Anderson, Raleigh, supra note 6.
163. Id.
164. See id. (discussing the need for an increase in funding and participation).
165. Morris-Anderson, Research Triangle Park, supra note 61.
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VII. FUTURE OF IDA PROGRAMS IN NORTH CAROLINA
While North Carolina's IDA programs compare favorably
with those of other states,' 66 there is still room for improvement.
6 1
In 2005, the Corporation for Enterprise Development (CFED)
ranked North Carolina "48th in households with checking
accounts and 36th in those with savings accounts., 168 In order to
improve its ranking, CFED recommends that North Carolina work
on improving its access to banks and other financial institutions by
the poor.169  The need to involve more financial institutions is
indicative of a larger problem for North Carolina IDA programs:
the lack of a stronger, statewide concerted effort to advance asset
building.7 Between practitioners, financial institutions, and the
government, North Carolina has laid a strong foundation for the
establishment of successful IDA programs. The goal now should
be to encourage "those who hold a stake in IDAs . . . to build a
true statewide coalition as it relates to asset building.',1
72
VIII. CONCLUSION
Although IDA programs have only been in existence for a
decade, their potential for success in terms of asset building for the
poor is clear.17 3 One of the most important lessons that can be
learned from existing IDA programs is that if given incentives, the
poor can and will save.174 Even though ten dollars a week may not
166. See Morris-Anderson, Raleigh, supra note 6; see also CFED.org, North
Carolina 2005 Assets and Opportunity Scorecard, http://www.cfed.org/focus.m
?parentid=31&siteid=504&id=510&stateid=33 [hereinafter N.C. Scorecard] (noting
that North Carolina had an average score of a "C" in 2005, giving it an overall
"favorable" rating by CFED in comparison with other states).
167. Morris-Anderson, Raleigh, supra note 6.
168. N.C. Scorecard, supra note 166.
169. Id.
170. Morris-Anderson, Raleigh, supra note 6.
171. Id.
172. Id.
173. See Ctr for Soc. Dev., Asset Building, http://gwbweb.wustl.edu/csd/
asset/idas.htm [hereinafter Asset Building] (last visited Jan. 22, 2007) (listing
evidence which shows "IDAs Do Work.").
174. See Boshara, supra note 14, at 5 ("[Dlata suggest that the poor would
contribute to IDAs and that IDAs can increase some forms of asset accumulation by
the poor....").
2007]
NORTH CAROL1NA BANK[NG INSTJTUTE
seem like a lot of money to some people, that ten dollars, along
with matched funds, has been able to get families into homes, start
businesses, and send loved ones to college.175
In order for IDA programs to be more successful, an
increase in participation, funding, and interest is necessary.
176
Interest needs to increase both at the community and financial
institution levels. 177  Increased participation by financial
institutions might be achieved if IDA participation is required to
achieve a Satisfactory or Outstanding CRA rating.78 In addition,
passage of the proposed Savings for Working Families Act may
also increase interest, participation, and funding for IDA
programs. 79 If passed, this Act could have a major impact on IDA
programs by providing a tax credit to financial institutions that
provide matched funds for IDA programs.'8 But because this Act
is still pending, only time will tell if the legislation will mark a
turning point in history for IDA programs."'
SUSAN A. WILLIAMS
175. See Asset Building, supra note 173 (emphasizing the effect IDAs have had on
the lives of accountholders generally); see also Calmes, supra note 4, at Al.
176. Morris-Anderson, Raleigh, supra note 6.
177. Id.
178. See supra notes 131-34 and accompanying text.
179. See supra notes 135-39 and accompanying text.
180. See Savings for Working Families Act of 2006, H.R. 4751, 109th Cong. (2d
Sess. 2006).
181. See supra notes 135-39 and accompanying text.
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